Health is a basic right of human beings and is the basis of national development and prosperity. To better meet the health needs of its population, the Communist Party and the central government in China started major healthcare reforms.[@ref1] The new round of health systems reform, which began in 2009 with the goal of assuring affordable universal basic healthcare for all Chinese citizens, has had considerable success, especially in coverage of universal health insurance.[@ref2] However, important and long term health related issues still need to be tackled, given new challenges from industrialisation, urbanisation, and the ageing population, as well as environmental and lifestyle changes.[@ref3] [@ref4] [@ref5] [@ref6] As a result, the Healthy China 2030 Plan was launched. However, because of these challenges and slowing economic growth, the health policy making needed to be based on scientific evidence.

Healthy China 2030 Plan
=======================

Healthy China 2030 Plan, which was launched in October 2016 by the Central Committee of the Communist Party and the State Council, is an important national medium and long term strategic plan for the health sector. The plan aims to promote healthy lifestyles, improve health services and the health industry, and build a sustainable health system to provide essential health services to every citizen by 2020 and reach the main health indicators of high income countries by 2030.[@ref7] The plan is based on four core principles---health as a priority, reform and innovation, scientific development, and equity and justice---and five strategic goals. To monitor and evaluate these goals, 13 indicators in five fields were set to be achieved by 2020 and 2030. The framework of the plan is shown in [fig 1](#f1){ref-type="fig"}.
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Healthy China 2030 is a complete national action plan covering the important areas of healthcare, including infant and maternal health, mental health, healthy ageing, healthy lifestyle promotion and education, control and management of non-communicable diseases, disease prevention, capacity building of healthcare services, building healthy environments (water and air quality improvement), and health services and security. The plan sets targets for percentage of out-of-pocket payment in total health expenditure.[@ref7] The health expenditure financing mechanism safeguards people's access to healthcare services, and the percentage of out-of-pocket payment is an important indicator of people's health financial burden and health financing equity in the population.

National health accounts and out-of-pocket payment
==================================================

Policy makers and stakeholders are becoming more aware of the importance of monitoring resources for health. Health accounts provide a systematic record of expenditure on healthcare goods and services.[@ref8] National health accounts were developed in the early 1980s in China with the help of the World Bank and since then their quality has improved substantially.

In China, total health expenditure is defined as the total funds spent on healthcare and services, which is in keeping with international standards, and has three financing components---government health expenditure, social health expenditure (eg, non-government social insurance contributions, commercial health insurance payments, and donations from non-governmental organisations), and out-of-pocket payments.^9^

Out-of-pocket payments are defined as the direct medical costs borne by households[@ref8] and depend on the willingness and ability of individuals or households to pay. If a health financing system relies too much on out-of-pocket payments, people may face catastrophic health expenditure and impoverishment or have to forgo care because of unaffordable medical costs. According to the World Health Organization, an increase of 1% in the share of out-of-pocket payment in the total health expenditure will increase catastrophic health expenditure of households by 2.2%. When out-of-pocket payments account for less than 30% of total health expenditure people can be protected from health financing risk and the disparity in health service use can be reduced between people with different income levels.[@ref9]

Medical financial burden
========================

Changes in health financing policies have led to a rapid rise in medical costs for people in China since the 1980s, mainly for two reasons.[@ref10] The first is a substantial decrease in health insurance coverage, especially for rural residents when communes and their cooperative medical schemes collapsed after privatisation of the agricultural sector economy. The second is the implementation of a policy that allowed health facilities to recover costs by charging for services. This encouraged health facilities to generate revenue through, for example, overtreatment and overprescription. Fees for services became the main way of financing healthcare,[@ref11] [@ref12] with the percentage of out-of-pocket payment in total health expenditure increasing from 21.2% in 1980 to 60% in 2001.[@ref13] As a result, financial difficulties from high medical costs increased during this period. In 2008, out-of-pocket payment as a share of household expenditure was 12.1%, and 13.0% of households experienced catastrophic health expenditure.[@ref14] According to WHO, China ranked 188th among 191 member states in fairness of financial contribution.[@ref15] High dependence on out-of-pocket payment had exacerbated inequity in China.

To reduce the medical financial burden on households and ensure access to healthcare, the Chinese government implemented a series of healthcare reforms with stated healthcare goals.[@ref1] For example, the 12th Five-year Health Plan of China (2011--15) set a target to reduce the percentage of out-of-pocket payment in total health expenditure to below 30% by 2015 as one of the development indicators.[@ref16] During the plan, health insurance coverage was expanded, government health investment was increased, and the medical financial burden on people decreased greatly. The percentage of out-of-pocket payment in total health expenditure in China declined from 60% in 2001 to 28.8% in 2016[@ref13] ([fig 2](#f2){ref-type="fig"}).
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However, the financial burden for medical care is still excessive, and impoverishment from medical expenses has not been eliminated. The Chinese government has had success in alleviating poverty---for example, the number of rural people living in absolute poverty in China dropped substantially from 462 million in 2000 to 56 million in 2015.[@ref17] However, among underprivileged households, 44.1% were impoverished because of illness in 2015.[@ref18] Eliminating poverty caused by illness is a priority of the government in its goal to achieve universal health coverage and a prosperous society. Hence, the Healthy China 2030 Plan has set targets for the percentage of out-of-pocket payment in total health expenditure to monitor the level of health financial risk protection and evaluate whether further measures need to be taken.

Projections for percentage of out-of-pocket payment
===================================================

Setting a realistic target for out-of-pocket payments requires accurate prediction of health expenditure and financing trends. This is challenging, especially when socioeconomic transitions, urbanisation, population ageing, and the epidemiological transition from infectious diseases to non-communicable diseases all affect future health expenditure. Projections also need to take into consideration trends in health expenditure worldwide and future public finance and health insurance schemes in China.

Health expenditure projection models fall into three broad classes with varying levels of aggregation of the analysis unit and the level of health expenditure---macro level models, component based projection models, and micro simulation models.[@ref19] Component based models stratify sections of health expenditure into groups, or individuals into groups, or a combination of the two. They are usually used for longer term forecasting and allow different assumptions.

We used a component based projection model to answer policy questions about how urbanisation, population ageing, epidemiological change, and policy interventions (eg, hierarchical medical system) would affect health expenditure in the future. The explanatory factors included the projected population, age structure, disease prevalence, health service use, distribution of health service use by providers, and healthcare cost inflation. To project health expenditure by financing schemes, the increase in health expenditure in China and worldwide, and probable future health financing policies were considered. We made projections for government health expenditure and social health expenditure. The percentage of out-of-pocket payment in total health expenditure was calculated by subtracting government health expenditure and social health expenditure from total health expenditure. The result is shown in [fig 3](#f3){ref-type="fig"}.[@ref20]
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The results were reviewed by experts and officials from the National Health and Family Planning Commission (NHFPC) and Ministry of Finance, submitted to the NHFPC and included in the Healthy China 2030 Plan. The target is to reduce the percentage of out-of-pocket payment in total health expenditure to 28% by 2020, and to 25% by 2030.[@ref7] Once the current initiatives (eg, the percentage of out-of-pocket payment in total health expenditure) are underway, data on the health financial burden, health financing equity among the population, and health outcomes can be used to evaluate, adjust, and improve policies on government health input and health security.

Conclusion
==========

Healthy China 2030, the most important national health action plan in China, initiated the move to evidence based health policy making in China. Growing awareness of the need for evidence informed health policies means health research will play an increasingly important role in developing public health policy in China.

###### Key messages

1.  Public policy making should be based on evidence

2.  Projections of out-of-pocket spending were used to set targets in the Healthy China Plan

3.  Health research is essential to enable increased evidence based policy making in China
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